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SUBCHAPTER B—LOANS AND GRANTS PRIMARILY FOR 
REAL ESTATE PURPOSES

PART 1822—RURAL HOUSING 
LOANS AND GRANTS

Subparts A–F [Reserved]
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Policies, Procedures, and Authorizations
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proval. 
1822.274 Loan closing. 
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tion in opportunity to buy developed 
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1822.278 Special requirements for RHS sec-
tion 523 loans (loans to organizations 
providing sites for self-help housing). 

1822.279 Loan supervision and servicing.

EXHIBITS A–B TO SUBPART G TO PART 1822 
[RESERVED]

EXHIBIT C TO SUBPART G TO PART 1822—SUB-
ORDINATION BY THE GOVERNMENT FOR USE 
WITH RURAL HOUSING SITE LOANS

AUTHORITY: 42 U.S.C. 1480; 5 U.S.C. 301; 7 
CFR 2.23; 7 CFR 2.70.

Subparts A–F [Reserved]

Subpart G—Rural Housing Site 
Loan Policies, Procedures, 
and Authorizations

AUTHORITY: Sec. 523, 82 Stat. 553, 42 U.S.C. 
1490c; sec. 524, 83 Stat. 399; sec. 502, 63 Stat. 
433, as amended, 42 U.S.C. 1472; sec. 101(a), 82 
Stat. 477, 12 U.S.C. 1715z; sec. 201, 82 Stat. 498, 
12 U.S.C. 1715z–1; Orders of Secy. of Agr., 29 
FR 16210, 32 FR 6650.

SOURCE: 35 FR 16087, July 1, 1970, unless 
otherwise noted.

§ 1822.261 General. 

This subpart sets forth the policies 
and procedures and delegates authority 
for making Rural Housing Site (RHS) 
loans under sections 523 and 524 of the 
Housing Act of 1949. Any processing or 
servicing activity conducted pursuant 
to this subpart involving authorized as-
sistance to FmHA or its successor 
agency under Public Law 103–354 em-
ployees, members of their families, 
known close relatives, or business or 
close personal associates, is subject to 
the provisions of subpart D of part 1900 
of this chapter. Applicants for this as-
sistance are required to identify any 
known relationship or association with 
an FmHA or its successor agency under 
Public Law 103–354 employee. Section 
523 loans are direct loans for the pur-
chase and development of building 
sites for housing to be built by the self-
help method; they have additional re-
quirements which are contained in 
§ 1822.278. 

[35 FR 16087, July 1, 1970, as amended at 58 
FR 224, Jan. 5, 1993]

§ 1822.262 Objective. 

The basic objective of RHS loans is 
to assist public or private nonprofit or-
ganizations interested in providing 
sites for housing, to acquire and de-
velop land in rural areas. This land will 
be subdivided into adequate building 
sites and sold on a nonprofit basis to 
(a) families eligible for low and mod-
erate income section 502 Rural Housing 
(RH) loans, including self-help housing; 
(b) cooperative Rural Cooperative 
Housing (RCH) applicants and broadly 
based nonprofit Rural Rental Housing 
(RRH) applicants; and (c) applicants el-
igible for Housing and Urban Develop-
ment (HUD) sections 235 and 236 in-
sured mortgages.

§ 1822.263 Definitions. 

As used in this subpart: 
(a) A private nonprofit organization is 

a corporation which: is owned and con-
trolled by private persons; is organized 
and operated for purposes other than 

VerDate jul<14>2003 02:36 Jan 18, 2004 Jkt 203021 PO 00000 Frm 01179 Fmt 8010 Sfmt 8010 Y:\SGML\203021T.XXX 203021T



1180

7 CFR Ch. XVIII (1–1–04 Edition)§ 1822.264

making gains or profits for the cor-
poration or members; and, is legally 
precluded from distributing to its 
members any gains or profits. 

(b) A public nonprofit organization is a 
nonprofit corporation other than a pri-
vate nonprofit corporation, including a 
municipal corporation or other cor-
porate agency of a State or local gov-
ernment. 

(c) Rural area is open country or 
rural places as defined in 7 CFR part 
3550, subpart A. 

(d) Development cost means the cost of 
purchasing and developing the sites in-
cluding engineering and legal fees, 
streets, roads, utilities, minimum es-
sential administrative costs, necessary 
equipment and estimated interest 
which the borrower cannot pay from 
other sources. 

(e) RHS section 523 loan means a loan 
to an organization which will provide 
sites for housing to be built by the self-
help method. 

(f) RHS section 524 loan means a loan 
to an organization which will provide 
sites for housing to be built with no 
limitation as to the method of con-
struction that will be used. 

(g) OGC means the Office of the Gen-
eral Counsel, including the regional at-
torney or attorney in charge serving 
the State in which the RHS project is 
located. 

[35 FR 10687, July 1, 1970, as amended at 40 
FR 52837, Nov. 13, 1975; 46 FR 61989, Dec. 21, 
1981; 67 FR 78326, Dec. 24, 2003]

§ 1822.264 Eligibility requirements. 

(a) Eligibility of applicant. To be eligi-
ble for an RHS loan, the applicant 
must be a private or public nonprofit 
organization as defined in § 1822.263 (a) 
or (b) which is authorized to provide 
housing sites on a nonprofit basis. 

(1) If it is a private nonprofit organi-
zation as defined in § 1822.263(a), it 
should also: 

(i) Have a membership of at least 10 
community leaders. 

(ii) Plan to adopt, if it is being newly 
organized, articles of incorporation and 
bylaws that generally conform to 
model articles and bylaws provided by 
the State director which will be con-
sistent with State law and with 
changes appropriate to the purposes 

and powers of an eligible applicant 
under this subpart. 

(2) [Reserved] 
(b) Authorized representative of appli-

cant. The Farmers Home Administra-
tion (FmHA) or its successor agency 
under Public Law 103–354 will deal only 
with the applicant or bona fide rep-
resentative or the applicant or the rep-
resentative’s technical advisors. An au-
thorized representative of the appli-
cant must have no pecuniary interest 
in the award of the engineering, archi-
tectural or construction contracts, 
necessary equipment, or the purchase 
or development of the land.

§ 1822.265 Loan purposes. 

RHS loans may be made to qualified 
applicants: 

(a) For the purchase and development 
of adequate sites, including the con-
struction of essential access roads, 
streets, utility lines, and necessary 
equipment which will become a perma-
nent part of the development. If public 
water and waste disposal facilities are 
not available and cannot reasonably be 
provided on a community basis with 
other financing, including FmHA or its 
successor agency under Public Law 103–
354 Water and Waste Disposal Associa-
tion loans, funds may be included for 
this purpose. 

(b) For the payment of necessary en-
gineering fees, legal fees, and closing 
costs. 

(c) For the payment of actual cash 
cost of incidental administrative ex-
penses such as postage, telephone, ad-
vertising, and temporary secretarial 
help, if funds to pay these expenses are 
not otherwise available. The estimated 
cost of these items should be identified 
and shown in the budget. 

(d) To provide for needed land-
scaping, planting, seeding, or sodding, 
or other necessary facilities related to 
buildings such as walks, parking areas, 
and driveways. 

(e) When legally required by proper 
local, county, and State Governmental 
bodies as a condition for subdivision 
approval, RHS loan funds may be used 
to provide common areas playgrounds 
and tot lots, provided such facilities 
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are dedicated to, and maintained by, a 
public body. 

(42 U.S.C. 1480; delegation of authority by the 
Sec. of Agri., 7 CFR 2.23; delegation of au-
thority by the Asst. Sec. for Rural Develop-
ment, 7 CFR 2.70) 

[35 FR 16087, July 1, 1970, as amended at 43 
FR 24264, June 5, 1978]

§ 1822.266 Limitations. 
(a) Loan limits. No RHS loan(s) will be 

made to any applicant which will re-
sult in the applicant’s owning an un-
paid principal balance of more than 
$100,000 on such loan(s) unless prior au-
thorization for a larger loan is ob-
tained from the national office. No 
such loan will exceed the development 
cost as defined in § 1822.263(d), or the 
value of the property as improved with 
the loan. These limitations also apply 
to cases in which the same persons 
hold a majority of the membership in-
terests or constitute a majority of the 
directors of two or more applicants. 

(b) Limitations of use of loan funds. 
Loans will not be made for: 

(1) The purchase of land in excess of 
the immediate and identified needs in 
the locality. 

(2) The purchase of land from a mem-
ber of an applicant-organization, or 
from another organization in which 
any member of the applicant-organiza-
tion has an interest, without prior con-
sent of the national office. 

(3) Refinancing of debts, except in ac-
cordance with paragraph (e) of this sec-
tion. 

(4) Payment of any fee, charge, or 
commission to any broker, negotiator, 
or other person for the referral of a 
prospective applicant or solicitation of 
a loan. 

(5) Payment of any fee, salary, com-
mission, profit, or compensation to an 
applicant, or to any officer, director, 
trustee, stockholder, member or agent 
of an applicant, except as provided in 
§ 1822.265(b). No contract or agreement 
for services to be paid for with loan 
funds should be executed by the appli-
cant without prior approval by the 
State director. 

(c) Sale of developed sites. The sites de-
veloped with a section 524 loan must be 
for housing low- and moderate-income 
families and may be sold to families, 
nonprofit organizations, public agen-

cies, and cooperatives eligible for as-
sistance under any section of title V of 
the Housing Act of 1949, or under any 
other law which provides financial as-
sistance. For example, this may in-
clude: 

(1) Individuals with low and moderate 
incomes eligible for HUD mortgages. 

(2) Individuals with low and moderate 
incomes eligible for VA guaranteed 
loans. 

(3) Individuals with low or moderate 
incomes eligible for a loan from any 
private lender which is authorized by 
law to provide financial assistance for 
housing. 

(4) Nonprofit organizations funded by 
Federal, State, or local governments 
carrying out programs for low- and 
moderate-income families to obtain 
housing. 

(5) State or local public agencies such 
as a housing authority or a housing fi-
nance development agency carrying 
out programs for low- and moderate-in-
come families to obtain housing. 

(d) Suitability of sites. Sites will meet 
the requirements of the planned use; 
for example, individual housing or mul-
tiple housing or any combination 
thereof. Building sites must be well lo-
cated and designed to provide a desir-
able living environment. Generally a 
loan will not be made for the develop-
ment of less than 10 units, but they 
need not be contiguous. 

(e) Obligations incurred before loan 
closing. When an applicant files an ap-
plication for a loan, the county super-
visor will advise the applicant that de-
velopment work must not be started 
and obligations for work, materials, or 
land purchase must not be incurred be-
fore the loan is closed. If, nevertheless, 
the applicant incurs obligations for 
work, materials, or land purchase be-
fore the loan is closed, the State direc-
tor may authorize the use of loan funds 
to pay such obligations only when he 
finds that all the following conditions 
exist: 

(1) The obligations were incurred 
after the applicant filed a written ap-
plication for a loan. 

(2) The applicant is unable to pay 
such obligations from its own resources 
or to obtain credit from other sources, 
and failure to authorize the use of loan 
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funds to pay such debts would impair 
the applicant’s financial position. 

(3) The obligations were incurred for 
authorized loan purposes. 

(4) Contracts, materials, development 
and any land purchase meet FmHA or 
its successor agency under Public Law 
103–354 standards and requirements. 

(5) Payment of the obligations will 
remove any liens which have attached, 
and any basis for liens that may at-
tach, to the property on account of 
such obligations or such work, mate-
rials, or land purchase. 

[35 FR 10687, July 1, 1970, as amended at 40 
FR 6951, Feb. 18, 1975]

§ 1822.267 Special conditions. 
(a) Evidence of need. Loans will be 

made on the basis of the applicant pro-
viding firm information as to the num-
ber of sites to be developed and evi-
dence of a need for the proposed build-
ing sites in the locality. 

(b) Nondiscrimination. The borrower 
will be required to agree not to dis-
criminate or permit discrimination, in 
accordance with section 3 of the loan 
resolution form ‘‘(‘Rural Housing Site’ 
Loan to Nonprofit Corporation),’’ 
available at all FmHA or its successor 
agency under Public Law 103–354 of-
fices. 

(c) Supervisory assistance. Supervision 
will be provided borrowers to the ex-
tent necessary to achieve the objec-
tives of the loan and to protect the in-
terests of the Government. County su-
pervisors will counsel with applicants 
in selecting locations that will provide 
essential services and facilities and 
will result in the development of desir-
able residential communities. 

(d) Loan resolution. A Loan Resolu-
tion will be adopted by the applicant’s 
Board of Directors or similar governing 
body using a form entitled, ‘‘((Rural 
Housing Site) Loan to Nonprofit Cor-
poration)’’ available at all FmHA or its 
successor agency under Public Law 103–
354 offices. If any provisions are not ap-
propriate to a particular case, proposed 
substitute language should be sub-
mitted to the national office with the 
recommendations of the State director. 

(e) Development policies. Development 
will be planned and performed in ac-
cordance with subparts A and C of part 
1924 of this chapter, and certain infor-

mation in a guide entitled ‘‘Planning 
and Developing Building Sites’’ avail-
able at all FmHA or its successor agen-
cy under Public Law 103–354 offices. 

(f) Water and waste disposal facilities. 
If public water and waste disposal fa-
cilities are not available and these fa-
cilities will be provided on a commu-
nity basis with funds included in the 
RHS loan or with other financing, pro-
vision should be made to form an orga-
nization with members who will pro-
vide continuing maintenance and man-
agement of facilities. The cost of the 
facilities should be considered as a cost 
of developing the sites and included in 
the price charged for the lots when 
they are sold. 

(g) Compliance with local codes and 
regulations. Planning and development 
of sites will comply with all State, 
county, and local planning and zoning 
requirements, and will be for housing 
that will conform with any applicable 
laws, ordinances, codes, and regula-
tions governing such matters as con-
struction, heating, plumbing, electrical 
installation, fire prevention, health, 
and sanitation. 

(h) Optioning of land. If a loan in-
cludes funds to purchase real estate, 
the applicable provisions of subpart A 
of part 1943 regarding options will be 
followed. After the loan is approved, 
the county supervisor will have Form 
FmHA or its successor agency under 
Public Law 103–354 440–35, ‘‘Form Let-
ter—Acceptance of Option,’’ or other 
appropriate form of acceptance, com-
pleted, signed by the applicant, and 
mailed to the seller. 

(i) Use of and accountability for loan 
funds. Supervised bank accounts will 
not be used except when their require-
ment is made or authorized by the 
State director for cases where adequate 
bonding is not available. If a supervised 
bank account is used, collateral for de-
posits of funds will be pledged when the 
supervised bank account exceeds 
$100,000. All loan funds and funds from 
other sources to be used to pay the de-
velopment costs of the site, as well as 
proceeds from the sale of any sites, will 
be deposited in accordance with part 
1902, subpart A of this chapter. The 
county supervisor will see that funds 
for land purchase are paid to the seller 
simultaneously with loan closing. 
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After the loan is closed, monthly re-
ports will be provided to FmHA or its 
successor agency under Public Law 103–
354 of all disbursements made and in-
come received by the borrower. Reports 
for each month will be submitted to 
the FmHA or its successor agency 
under Public Law 103–354 county office 
during the first 10 days of the next 
month. No expenditures will be made 
without prior FmHA or its successor 
agency under Public Law 103–354 con-
sent for items which are not included 
in the FmHA or its successor agency 
under Public Law 103–354 approved de-
velopment cost estimate or for 
amounts greater than those set forth 
in such estimate. 

(j) Insurance. The State director will 
determine the minimum amounts and 
types of insurance the applicant will 
carry. 

(1) Suitable workman’s compensation 
insurance will be carried by the appli-
cant for all its employees. 

(2) The applicant will be advised of 
the possibility of incurring liability 
and encouraged, or required when ap-
propriate, to obtain liability insurance. 

(k) Bonding. (1) Approved corporate 
surety bonds will be required in all 
cases involving a development contract 
in excess of $20,000, unless an exception 
is made by the national office. In other 
cases, the county supervisor will deter-
mine whether a surety bond is re-
quired. 

(2) The applicant will provide fidelity 
bond coverage for its officers and em-
ployees entrusted with the receipt, cus-
tody, and disbursement of its funds and 
the custody of any other negotiable or 
readily saleable personal property. The 
amount of the bond will be at least 
equal to the maximum amount of such 
funds including funds in bank ac-
counts, and property that the applicant 
will have in its possession or control at 
any one time. If permitted by State 
law, the United States will be named 
coobligee in the bond. Form FmHA or 
its successor agency under Public Law 
103–354 440–24, ‘‘Position Fidelity 
Schedule Bond,’’ may be used if per-
mitted by State law. 

(l) Conditional commitments for con-
struction of homes on developed sites. 
Conditional commitments may be 
issued on sites developed with an RHS 

section 524 loan to permit homes to be 
constructed on sites prior to the sale of 
the site to an eligible purchaser in ac-
cordance with the following: 

(1) The requirements of 7 CFR 3550.70 
must be met and a conditional commit-
ment issued prior to the start of con-
struction of the home. 

(2) The conditional commitment 
must be issued to an RHS borrower 
who can legally provide the proposed 
housing and has the experience and 
training in construction to the extent 
necessary to assure that the housing 
will be built or jointly to the RHS loan 
borrower and a builder who has the 
legal capacity, training and experience 
necessary to construct the housing. In 
all cases the following language will be 
added under ‘‘other conditions’’ on 
Form FmHA or its successor agency 
under Public Law 103–354 1944–11, 
‘‘Conditional Commitment’’: 

(i) ‘‘Not withstanding the other pro-
visions of this commitment the sale of 
completed homes on sites developed 
with section 524 Rural Housing Site 
loans will be limited to families eligi-
ble for assistance under any section of 
title V of the Housing Act of 1949 or 
under any other law which provides fi-
nancial assistance for housing low- and 
moderate-income families. The ap-
proval of FmHA or its successor agency 
under Public Law 103–354 will be ob-
tained prior to the sale of each home. 
The request for approval shall be sub-
mitted to the local FmHA or its suc-
cessor agency under Public Law 103–354 
office along with an application for an 
RH 502 loan or a financial statement 
from the purchaser and verification of 
the other credit that is available.’’ 

(ii) The benefits of the nonprofit de-
velopment of the site(s) must be passed 
on to the purchaser. This will result in 
this site being sold for $lll (price to 
be determined as provided for in 
(§ 1822.275(b))). 

(3) In arriving at the commitment 
price for the site and the completed 
home, the value will be based on the 
present market value of the house 
only, plus the nonprofit selling price of 
the lot. 

(4) If in order to obtain interim fi-
nancing for the construction of the 
homes, the RHS loan borrower requests 
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a subordination by FmHA or its suc-
cessor agency under Public Law 103–354 
on individual lots, the State Director 
may approve the subordination by 
completing and executing a subordina-
tion in the format of exhibit C of this 
subpart. 

(5) FmHA or its successor agency 
under Public Law 103–354’s lien on any 
lot will be released only at the time of 
sale to an eligible purchaser. 

(6) The County Supervisor should 
provide the necessary supervision to 
assure that the RHS loan borrower 
takes the necessary action to assure 
that all qualified builders in the area 
are aware of the availability of rural 
housing sites and are given an equal 
opportunity to participate in this con-
ditional commitment program. As a 
minimum, the borrower will be re-
quired to submit a signed statement in-
dicating the actions taken including 
names and dates of contacts with 
builders. 

(7 U.S.C. 1989; 5 U.S.C. 301; sec. 10, Pub. L. 93–
347, 88 Stat. 392; 42 U.S.C. 1480; delegation of 
authority by the Sec. of Agr., 7 CFR 2.23; del-
egation of authority by the Asst. Sec. for 
Rural Development, 7 CFR 2.70) 

[35 FR 16087, July 1, 1970, as amended at 41 
FR 47460, Oct. 29, 1976; 42 FR 44669, Sept. 6, 
1977; 43 FR 24264, June 5, 1978; 44 FR 1702, 
Jan. 8, 1979; 45 FR 39793, June 12, 1980; 46 FR 
36106, July 14, 1981; 46 FR 61989, Dec. 21, 1981; 
52 FR 8002, Mar. 13, 1987; 52 FR 19283, May 22, 
1987; 67 FR 78326, Dec. 24, 2002]

§ 1822.268 Rates, terms, and source of 
funds. 

(a) Interest rate. Upon request of the 
applicant, the interest rate charged by 
FmHA or its successor agency under 
Public Law 103–354 will be the lower of 
the interest rates in effect at the time 
of loan approval or loan closing. If an 
applicant does not indicate a choice, 
the loan will be closed at the interest 
rate in effect at the time of loan ap-
proval. Interest rates are specified in 
exhibit B of FmHA or its successor 
agency under Public Law 103–354 In-
struction 440.1 (available in any FmHA 
or its successor agency under Public 
Law 103–354 office) for the type assist-
ance involved. 

(b) Repayment period. Final payment 
will be due 2 years after the date of the 
loan. When necessary to carry out the 
loan purposes, the national office may 

authorize extension of maturity dates. 
As lots are sold before the final due 
date of the note, the proceeds of the 
sales will be applied on the account or 
any prior lien, or, with the prior ap-
proval of the national office, used in a 
manner consistent with the purposes of 
the loan and the security interest of 
the Government. 

(c) Source of funds. Loans under this 
subpart will be made as insured loans, 
except that loans under § 1822.278 to de-
velop building sites for sale in connec-
tion with self-help projects will be 
made as direct loans. 

[35 FR 10687, July 1, 1970, as amended at 51 
FR 6733, Feb. 26, 1986]

§ 1822.269 Security. 

Each loan will be secured by a mort-
gage on the property purchased or im-
proved with the loan, and a security in-
terest in the funds held by the corpora-
tion in trust for the Government, in ac-
cordance with the provisions of the re-
quired Loan Resolution.

§ 1822.270 Technical, legal, and other 
services. 

(a) Appraisals. The property will be 
appraised by an FmHA or its successor 
agency under Public Law 103–354 em-
ployee authorized to make real estate 
appraisals. The appraisal will consist of 
a narrative statement prepared and 
signed by the authorized employee de-
scribing in detail the items considered 
in arriving at the value of the prop-
erty. Two values will be established by 
the appraiser: 

(1) The fair market value of the total 
property ‘‘as is’’. 

(2) The aggregate fair market value 
of the building sites after development. 

(i) In determining the value of the 
property, the appraiser will consider 
the value and selling prices of similar 
building sites in the area. The selling 
prices of similar sites must be fully 
documented. 

(ii) [Reserved] 
(b) Title Clearance and Legal Services. 

For a loan to a public nonprofit organi-
zation, title clearance and legal serv-
ices will be obtained in accordance 
with instructions from the OGC, ob-
serving the provisions of subpart B of 
part 1927 of this chapter to the extent 
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feasible. For a loan to a private non-
profit organization, the provisions of 
subpart B of part 1927 of this chapter 
regarding title clearance and legal 
services will apply. The applicant will 
be encouraged to have the same ap-
proved closing agent, where practical, 
perform the title clearance work in 
connection with the purchase of the 
land and the sale of the individual 
sites. 

(c) Contracts for legal services. On 
projects requiring more legal services 
than are customarily required for title 
clearance alone, the applicant will be 
required to have a written contract 
when loan funds will be used for legal 
services. All such contracts will be sub-
ject to review and approval by the 
State director and therefore should be 
submitted to the State Director before 
execution by the applicant. Contracts 
will provide for the types of service to 
be performed and the amount of fees to 
be paid either in lump sum on the com-
pletion of all services or in install-
ments as services are performed. 

(d) Engineering services. On projects 
requiring engineering services, a writ-
ten contract will be required between 
the engineer and the borrower. All such 
contracts will be subject to review and 
approval by the State director and 
therefore should be submitted to the 
State Director before execution by the 
applicant. The form of contract must 
conform with standard professional 
practices and describe the types of 
services to be performed and fees to be 
paid. 

[35 FR 16087, July 1, 1970, as amended at 51 
FR 6733, Feb. 26, 1986; 56 FR 67471, Dec. 31, 
1991]

§ 1822.271 Processing applications. 
(a) Application. The application will 

be in the form of a letter to the county 
supervisor with the following informa-
tion included in or attached to the let-
ter: 

(1) Name and address of applicant. 
(2) A copy of, or an accurate citation 

to, the specific provisions of State law 
under which the applicant is organized; 
a copy of the applicant’s articles of in-
corporation, bylaws, and other author-
izing documents; the names and ad-
dresses of the applicant’s members, di-
rectors, and officers; and if another or-

ganization is a member of the appli-
cant organization its name, address, 
and principal business. 

(3) A current, dated, and signed fi-
nancial statement showing assets, and 
liabilities, together with information 
on the repayment schedule and status 
of each debt. 

(4) Evidence of inability to obtain 
credit from other sources. 

(5) General description of the project. 
(i) Location and size of tract or 

tracts to be bought and/or developed. 
(ii) Number and size of individual 

sites planned together with a detailed 
plot plan. 

(iii) Preliminary engineering plans, if 
available. 

(6) Estimated cost and amount of 
loan needed. 

(7) Explanation of applicant’s finan-
cial contribution to the project. 

(8) A map showing the location of and 
other supporting information on neigh-
borhood and existing facilities such as 
distance to shopping area, neighbor-
hood churches, available transpor-
tation, drainage, sanitation facilities, 
water supply available or planned, and 
access to essential services such as doc-
tors, dentists, and hospitals. 

(9) If facilities such as water and sew-
age systems, paved streets, and utili-
ties are not currently available, infor-
mation on when and how they will be 
provided. 

(10) Evidence of the need for the pro-
posed sites in the locality by low- and 
moderate-income families and other 
qualified applicants that are likely to 
be able to obtain financing for a home. 

(11) Written evidence of any State, 
county, or local planning, zoning, or 
other ordinances imposing additional 
restrictions or requirements upon the 
proposed sites. 

(b) County supervisor’s review and eval-
uation of applications. The county su-
pervisor will: 

(1) Determine that the applicant 
meets the eligibility requirements of 
§ 1822.264. 

(2) Verify that the information pro-
vided is accurate and complete. 

(3) Determine that: 
(i) The sites will be located in a good 

residential area and that essential fa-
cilities and services will be provided. 
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(ii) The lots will be reasonable in cost 
and of a type FmHA or its successor 
agency under Public Law 103–354 can 
appropriately finance. 

(iii) There is an immediate and ready 
market for the proposed sites in the 
planned location. 

(iv) The total number of sites 
planned does not exceed the number of 
loans the county supervisor can rea-
sonably expect to include in the rural 
housing program or for which other 
credit is reasonably assured when the 
sites are developed. 

(v) Proposed subdivisions will comply 
with the local codes and ordinances 
and also meet the requirements of sub-
part C of part 1924 of this chapter. 

(4) Evaluate the manner in which the 
applicant plans to conduct its business 
and financial affairs. 

(5) Comment on the background of 
the members, directors and officials. 

(6) If he has questions about the pro-
posal, send the incomplete docket to 
the State office for advice. 

(7) If for any reason the loan cannot 
be made, inform the applicant. 

(c) Completion of the docket. If the 
county supervisor determines that the 
applicant is eligible and the loan will 
be sound and proper, he should request 
the applicant to make any needed revi-
sions. In addition to the items required 
in the application the docket must in-
clude: 

(1) A plot plan and detailed prelimi-
nary plans and specifications for devel-
opment of the building sites. 

(2) A detailed cost breakdown of the 
project for such items as land and 
rights-of-way, utility installations or 
connections, on-site improvements, en-

gineering and legal services, and esti-
mated interest. 

(3) If water and sanitary facilities are 
not publicly owned, a complete state-
ment as to how they will be provided 
and details about their ownership and 
operation. 

(4) Satisfactory evidence of review 
and approval of the proposed develop-
ment by applicable State and local offi-
cials whose approval is required by 
State or local laws, ordinances, or reg-
ulations. 

(5) Satisfactory evidence that the ap-
propriate public bodies will accept and 
maintain all public facilities, including 
common areas, playgrounds, and tot 
lots, when dedicated to such bodies. 

(d) Preparation of docket forms—(1) Re-
quest for obligation of funds and fund 
analysis. Forms FmHA or its successor 
agency under Public Law 103–354 1944–
50, ‘‘Multiple Family Housing Bor-
rower/Project Characteristics,’’ and 
FmHA or its successor agency under 
Public Law 103–354 1944–51, ‘‘Multiple 
Family Housing Obligation-Fund Anal-
ysis,’’ will be completed in accordance 
with the Forms Manual Insert (FMI). 

(2) County committee certification or 
recommendation. County committees 
will not be used to review RHS loan ap-
plications. 

(e) Assembly, review and distribution of 
complete loan docket items. When all 
items required for the complete loan 
docket have been furnished, they will 
be examined thoroughly to make sure 
they are properly and accurately pre-
pared and are complete in all respects, 
including dates and signatures. The 
loan docket items will be assembled in 
the following order and distributed as 
follows:

Form No. Name of form or document 
Total 
No. of 
copies 

Signed 
by bor-
rower 

Number 
for loan 
docket 

Copy for 
borrower 

Application Letter and Attachments .................................................. 2 1–0 1–C 
FmHA or its 

successor 
agency 
under Public 
Law 103–
354 1910–
11

Applicant Certification, Federal Collection Policies for Consumer or 
Commercial Debts.

2 2–O&C 1–O 1–C 

Evidence of Legal Authority (copy or citation of specific provisions 
of State statutory authority).

2 1 1–0 1–C 

Proof of Organization (certified copy of Articles of Incorporation) ... 2 1 1–0 1–C 
Certified copy of Bylaws ................................................................... 2 1 1–0 1–C 
List of names and addresses of officers, directors and members ... 2 1 1–0 1–C 
Narrative plan and other supporting information .............................. 2 1 1–0 1–C 

VerDate jul<14>2003 02:36 Jan 18, 2004 Jkt 203021 PO 00000 Frm 01186 Fmt 8010 Sfmt 8010 Y:\SGML\203021T.XXX 203021T



1187

RHS, RBS, RUS, FSA, USDA § 1822.271

Form No. Name of form or document 
Total 
No. of 
copies 

Signed 
by bor-
rower 

Number 
for loan 
docket 

Copy for 
borrower 

Evidence of Need .............................................................................
Certified Copy of Loan Resolution .................................................... 1 1 1–0

FmHA or its 
successor 
agency 
under Public 
Law 103–
354 440–4

Assurance Agreement ...................................................................... 2 1 1–0 1–C 

FmHA or its 
successor 
agency 
under Public 
Law 103–
354 400–1

Equal Opportunity Agreement (when applicable) ............................. 2 1 1–0 1–C 

FmHA or its 
successor 
agency 
under Public 
Law 103–
354 400–3

Notice to Contractors and Applicants ............................................... 3 1–C 1–C 

FmHA or its 
successor 
agency 
under Public 
Law 103–
354 400–6

Compliance Statement (when applicable) ........................................ 3 1–C 1–C 

Survey of land given as security, plans specifications, cost esti-
mates, and proposed manner of development.

3 1 1–0 1–C 

Operating budget (if administrative expenses are to be included in 
loan).

2 1 1–0 1–C 

Appraisal Report with Attachments .................................................. 1 1–0
Preliminary Title Opinion and a Final Title Opinion or a title insur-

ance binder and a mortgage title insurance policy.
Option or copy of deed, purchase contract, or other instruments of 

ownership.
FmHA or its 

successor 
agency 
under Public 
Law 103–
354 1944–
50

Multiple Family Housing BorrowerProject Characteristics ................ 1 1 1

FmHA or its 
successor 
agency 
under Public 
Law 103–
354 1944–
51

Multiple Family Housing Obligation-Fund Analysis .......................... 2 2 1 1 1

1 Data input to Finance Office through field office terminals. 

(f) Submission of complete docket. The 
complete docket will be sent to the 
State office together with the District 
Director’s comments and recommenda-
tions and a draft for a press release. 

(g) Loan approval authority and State 
Office action. The State Director is au-
thorized to approve loans in accordance 
with this subpart and subpart A of part 
1901 of this chapter. As soon as it is evi-
dent that a loan will be approved, the 
State Director will complete exhibit A 
to subpart C of part 2015 of this chapter 
and submit to the FmHA or its suc-

cessor agency under Public Law 103–354 
Finance Office through field office ter-
minals that information contained in 
Form FmHA or its successor agency 
under Public Law 103–354 1944–50, 
‘‘Multiple Family Housing Borrower/
Project Characteristics.’’ The State Di-
rector may redelegate approval author-
ity to qualified State Office employees. 
When a docket or preliminary applica-
tion is received in the State Office, the 
State Director will: 
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(1) Utilize the services of technicians 
on his staff and from other agencies in 
evaluating the application. 

(2) Review the applicant’s articles of 
incorporation and bylaws. If they con-
form to approved forms for the State as 
provided in § 1822.264(a)(1)(ii), the State 
director need not obtain a preliminary 
opinion from the OGC. In all other 
cases the State director will, and in 
any case may, submit the docket with 
any comments or questions to the OGC 
for a preliminary opinion as to whether 
the applicant and the proposed loan 
meet or can meet the requirements of 
State law and this subpart. 

(3) If additional information is need-
ed to adequately evaluate the applica-
tion, return the loan docket to the Dis-
trict Director with any comments and 
recommendations for further proc-
essing. 

(4) If the docket is sufficiently com-
plete to enable the State Director to 
determine that the applicant is eligible 
and the loan would be sound and prop-
er, issue a proposed memorandum of 
approval listing any specific conditions 
that must be met before loan closing. 

(5) If the applicant is not eligible or 
the loan would not be sound and proper 
and the deficiencies cannot be cor-
rected, inform the District Director ac-
cordingly. 

(42 U.S.C. 1480; delegation of authority by the 
Sec. of Agr., 7 CFR 2.23; delegation of author-
ity by the Asst. Sec. for Rural Development, 
7 CFR 2.70) 

[35 FR 16087, July 1, 1970, as amended at 41 
FR 7487, Feb. 19, 1976; 41 FR 20392, May 18, 
1976; 43 FR 24264, June 5, 1978; 44 FR 4435, 
Jan. 22, 1979; 50 FR 8583, Mar. 4, 1985; 52 FR 
19283, May 22, 1987; 54 FR 29330, July 12, 1989]

§ 1822.272 Approval or disapproval of 
a loan. 

The provisions of part 1944, subpart E 
of this chapter will be followed. 

[56 FR 2202, Jan. 22, 1991]

§ 1822.273 Actions subsequent to loan 
approval. 

After the loan is approved, actions to 
be taken will be in accordance with 
§ 1944.235. 

[35 FR 16087, July 1, 1970, as amended at 45 
FR 70777, Oct. 27, 1980]

§ 1822.274 Loan closing. 
(a) Applicable instructions. The com-

plete loan docket will be sent to the 
OGC for loan closing instructions. RHS 
loans will be closed in accordance with 
applicable provisions of subpart B of 
part 1927 of this chapter, and State In-
structions which supplement this In-
struction, and closing instructions of 
the OGC, and with the assistance of the 
approved attorney, representatives of 
the title insurance company, or local 
attorney, whichever is appropriate. 

(b) Mortgage. Unless the OGC deter-
mines the Form to be inappropriate, 
real estate mortgage Form FmHA or 
its successor agency under Public Law 
103–354 1927–1 (state), ‘‘Real Estate 
Mortgage for lllll,’’ will be used 
for all RHS section 524 loans modified 
as prescribed by or with the advice of 
the OGC with respect to the name, ad-
dress, and other identification of the 
borrower, the style of execution, and 
the acknowledgement. Additional para-
graphs will be included in the mortgage 
to read as follows:

The borrower agrees not to discriminate in 
the sale of the dwelling financed under this 
mortgage due to a prospective purchaser’s 
race, color, national origin, sex, religion, 
age, marital status, or handicap. The bor-
rower further agrees to comply with all Fed-
eral, State, or local laws and ordinances pro-
hibiting discrimination in the sale of hous-
ing. The borrower’s failure or refusal to com-
ply with this agreement will be a basis for 
the FmHA or its successor agency under 
Public Law 103–354 to deny future requests 
for participation in its rural housing pro-
grams and activities. 

This instrument also secures the obliga-
tions and covenants of borrower set forth in 
Borrower’s Loan Resolution of lllll 
(date), which is hereby incorporated herein 
by reference.

(c) Promissory note. Form FmHA or 
its successor agency under Public Law 
103–354 1944–52, ‘‘Promissory Note,’’ will 
be used. Instructions for preparation 
will be in accordance with the FMI and 
the following: 

(1) The total amount to be shown in 
the note will be the amount of the loan 
shown on Form FMHA or its successor 
agency under Public Law 103–354 1944–
51. The note will be dated the date of 
the loan closing. 

(2) The note will be signed in accord-
ance with subpart B of part 1927 of this 
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chapter and the forms manual insert 
for Form FmHA or its successor agen-
cy under Public Law 103–354 1944–52 
(available in any FmHA or its suc-
cessor agency under Public Law 103–354 
office). 

(3) Payments shall not be deferred. 
(d) Recorded mortgage. When the real 

estate mortgage is returned by the re-
cording official, the county supervisor 
will retain the original in the bor-
rower’s case folder. If the original is re-
tained by the recording official for the 
county records, a conformed copy in-
cluding the recording data showing the 
date and place of recordation and book 
and page number will be prepared and 
filed in the borrower’s case folder. A 
copy of the mortgage will be delivered 
to the borrower but will be conformed 
only if required by State law or if it is 
the custom of other lenders in the area. 

(e) Date of loan closing. An RHS loan 
is considered closed when the mortgage 
is filed of record. 

[35 FR 16087, July 1, 1970, as amended at 42 
FR 4408, Jan. 25, 1977; 50 FR 8584, Mar. 4, 1985; 
56 FR 67472, Dec. 31, 1991]

§ 1822.275 Actions after sites are devel-
oped. 

The building sites will be sold on a 
nonprofit basis to eligible families or 
organizations as described in 
§ 1822.266(c). 

(a) An option, Form FmHA or its suc-
cessor agency under Public Law 103–354 
440–34, ‘‘Option to Purchase Real Prop-
erty,’’ will be executed. The site will be 
clearly identified by a land survey. 

(b) The sale price of each individual 
site will not be more than a sufficient 
amount to pay a proportionate part of 
the RHS loan and any other actual 
costs of buying, developing, and selling 
the building site. 

(c) The proceeds from sale of the 
building sites will be applied on the 
RHS loan and any prior lien or, with 
the prior approval of the National Of-
fice, used in a manner consistent with 
the purpose of the loan and the secu-
rity interest of the Government. The 
sites will be released from the mort-
gage in accordance with 7 CFR part 
3550, subpart D or otherwise in accord-

ance with prior approval of the Na-
tional Office. 

[35 FR 16087, July 1, 1970, as amended at 51 
FR 4135, Feb. 3, 1986; 67 FR 78326, Dec. 24, 
2002]

§ 1822.276 Subsequent RHS loans. 
A subsequent RHS loan is an RHS 

loan to an applicant indebted for an 
initial RHS loan. Subsequent RHS 
loans will be made on the same basis as 
initial RHS loans.

§ 1822.277 Complaints regarding dis-
crimination in opportunity to buy 
developed sites. 

Any applicant wishing to purchase a 
site financed by an RHS loan who be-
lieves he or she has been discriminated 
against because of race, color, national 
origin, religion, sex, handicap, or age, 
may file a complaint with the County 
Supervisor or State Director. Any such 
complaint will be handled in accord-
ance with § 1944.239 of part 1944, subpart 
E of this chapter. 

[56 FR 67472, Dec. 31, 1991]

§ 1822.278 Special requirements for 
RHS section 523 loans (loans to or-
ganizations providing sites for self-
help housing). 

Loans to organizations which will 
provide sites for self-help housing (RHS 
sec. 523 loans) will be made under the 
provisions of this subpart with the fol-
lowing exceptions: 

(a) Eligibility. The applicant must be 
a nonprofit organization engaged in as-
sisting self-help projects. 

(b) Interest. The interest rate will be 
3 percent per annum on the unpaid 
principal balance. 

(c) Source of funds. These will be di-
rect loans made from the self-help 
fund. 

(d) Evidence of need. Loans to newly 
formed organizations will be made on 
the basis of the applicant’s providing 
firm information as to the number of 
sites to be developed and the names of 
eligible bona fide prospective pur-
chasers who are assured of available 
home financing. Loans to organizations 
currently involved in mutual self-help 
housing projects may be made without 
submitting a list of the names of pro-
spective site purchasers. There must, 
however, be definite evidence that 
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enough families are available who are 
eligible and who will buy the sites 
when they are developed. 

(e) Multiple advances. These loans 
may be disbursed over a period not to 
exceed 18 months from the date of the 
first advance. 

(f) Note forms. Form FmHA or its suc-
cessor agency under Public Law 103–354 
1944–52, ‘‘Multiple Family Housing 
Promissory Note,’’ will be used. See 
§ 1822.274 (c). 

(g) Mortgage. Unless the OGC deter-
mines the Form to be inappropriate, 
real estate mortgage Form FmHA or 
its successor agency under Public Law 
103–354 1927–1 (state), ‘‘Real Estate 
lllll for lllll (Direct Loan),’’ 
will be used modified as prescribed by 
or with the advice of the OGC with re-
spect to the name, address, and other 
identification of the borrower, the 
style of execution, and the acknowl-
edgement. Additional paragraphs will 
be included in the mortgage to read as 
follows:

The borrower agrees not to discriminate in 
the sale of the dwelling financed under this 
mortgage due to a prospective purchaser’s 
race, color, national origin, sex, religion, 
age, marital status, or handicap. The bor-
rower further agrees to comply with all Fed-
eral, State, or local laws and ordinances pro-
hibiting discrimination in the sale of hous-
ing. The borrower’s failure or refusal to com-
ply with this agreement will be a basis for 
the FmHA or its successor agency under 
Public Law 103–354 to deny future requests 
for participation in its rural housing pro-
grams and activities. 

This instrument also secures the obliga-
tions and covenants of borrower set forth in 
Borrower’s Loan Resolution of llll 
(date), which is hereby incorporated herein 
by reference.

[35 FR 16087, July 1, 1970, as amended at 42 
FR 4408, Jan. 25, 1977; 50 FR 8584, Mar. 4, 1985; 
56 FR 67472, Dec. 31, 1991]

§ 1822.279 Loan supervision and serv-
icing. 

Loan supervision will be provided ac-
cording to subpart C of part 1930 of this 
chapter. Loan servicing will be pro-
vided according to subpart B of part 
1965 of this chapter. 

[48 FR 56139, Dec. 19, 1983]

EXHIBITS A–B TO SUBPART G TO PART 
1822 [RESERVED]

EXHIBIT C TO SUBPART G OF PART 1822—
SUBORDINATION BY THE GOVERNMENT 
FOR USE WITH RURAL HOUSING SITE 
LOANS 

Whereas, The United States of America 
acting through the Farmers Home Adminis-
tration or its successor agency under Public 
Law 103–354 (hereinafter called the ‘‘Govern-
ment’’) is the holder of the following-de-
scribed instrument(s) executed by

of llllllllllllllllllllll

County, State of llllllllllllll

(hereinafter called the ‘‘Borrower’’)

Title of in-
strument 

Date of in-
strument 

Date 
filed 

Office 
filed 

Book 
No. 

Page 
No. 

And whereas, llllllll (hereinafter 
called the ‘‘Lender’’) has agreed to provide a 
loan to the borrower or to a builder des-
ignated by the borrower to construct a home 
on the property described in this instrument. 

Now Therefore, in consideration of the 
Lender’s agreement to make such loan to the 
borrower, the Government hereby consents 
to the Borrower obtaining said loan from the 
lender, and agrees to and hereby subordi-
nates in favor of the Lender and his succes-
sors and assigns its liens or security inter-
ests created or evidenced by the above-de-
scribed instrument(s) insomuch as they 
cover the following described property: 

Except That, The Government shall retain 
a first lien or security interest in the above-
described property in an amount of $lll. 
Such first lien will be released only when 
satisfactory evidence is provided indicating 
that the lot with completed home is being 
sold to a family eligible for assistance under 
any section of Title V of the Housing Act of 
1949 or under any other law which provides 
financial assistance for housing low- and 
moderate-income families and that the bene-
fits of the nonprofit development of the site 
are being passed on to the eligible purchaser 
and that the amount of that first lien is paid 
on the Borrower’s Rural Housing Site Loan 
debt to the Government. 

This subordination is limited to the 
amount actually loaned by the Lender to the 
Borrower for the foregoing purpose, but shall 
not exceed $lll. 

Only the above described property is af-
fected by this subordination. This subordina-
tion shall not otherwise affect or modify the 
obligations secured by the aforesaid lien in-
strument(s), and the said obligations shall 
continue in force and effect until fully paid, 
satisfied, and discharged. 
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No member of Congress shall be admitted 
to any share or part of this agreement or to 
any benefit that may arise thereupon. 

In Witness Whereof, The United States of 
America has caused these presents to be 
signed on the llll day of llll, 19—, 
pursuant to delegated authority published in 
7 CFR, Part 1800.

Witness: UNITED STATES OF AMERICA
lllllllll By: lllllllll

lllllllll Title: llllllll

Farmers Home Ad-
ministration or its 
successor agency 
under Public Law 
103–354, U.S. De-
partment of Agri-
culture. 

(42 U.S.C. 1480; delegation of authority by the 
Secretary of Agriculture, 7 CFR 2.23; delega-
tion of authority by the Assistant Secretary 
for Rural Development, 7 CFR 2.70) 

[41 FR 47460, Oct. 29, 1976]

PART 1823 [RESERVED]

SUBCHAPTERS C–D [RESERVED]

SUBCHAPTER E—ACCOUNT SERVICING

PARTS 1863–1866 [RESERVED]

SUBCHAPTER F—SECURITY SERVICING AND LIQUIDATIONS

PART 1872 [RESERVED]

SUBCHAPTER G—MISCELLANEOUS REGULATIONS

PARTS 1890–1899 [RESERVED]
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